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A Weekly Analysis
August 7, 2003

Wattenberg Wonder

Summary and Recommendation

A doubling in six years of reservesin Wattenberg, apparently one of the ten largest
natural gasfieldsinthe U.S,, illustrates how technology and price can expand volumes.
Tom Edelman of Patina Oil & Gas Corporation (POG) presented the gains at The 8th Oil
& Gas Conference in Denver on August 4. POG owns about a fourth of the natural gas
field in eastern Colorado. Impressive as that may be, we thought Mr. Edelman made a
generous interpretation as he presented POG as the best performer of 200 oil and gas
companies for the past four and a half years. When adjusting for the past high debt in
POG and picking a more normalized starting point, POG stock total return was
comparable to that of natural gas royalty trusts. Regardless, we sense that much of the
increase reported for Wattenberg reserves can aso be achieved in the largest natural gas
field in contiguous states, the San Juan Basin. Of course that would benefit
recommended San Juan Basin Royalty Trust (SJT) among others.

Kurt H. Wulff, CFA

Natural Gas and Oil Futures
August 7, 2003

Year Ending August Sx

2004 2005 2006 2007 2008 2009 Year

Natural Gas ($/mmbtu) 499 481 468 473 478 483 4.80
Light Sweet Crude Oil ($/bbl 29.39 2587 24.74 24.62 2452 2443 2559
Natural Gas/Oil (6:1 = 1.0) 102 112 113 115 117 119 113

Source: Nymex.com, McDep Associates

Rank by McDep Ratio: Market Cap and Debt to Present Value

Price Net
($/sh) Market Present Debt/
Symbol/ 6-Aug  Shares Cap Value Present McDep
Rating 2003 (mm) ($mm) ($/sh) Value Ratio
Cross Timbers Royalty Trust CRT 24.30 6.0 146 20.50 - 1.19
Hugoton Royalty Trust (46%) HGT 1751 184 320 15.50 - 113
San Juan Basin Royalty Trust ST B 16.20 46.6 760 18.40 - 0.88

Buy/Sell rating after symbol: B - Buy, N - Neutral, S - Sell
McDep Ratio = Market cap and Debt to present value of oil and gas and other businesses

Analyses are prepared from original sources and data believed to be reliable, but no representation is made
asto their accuracy or completeness. Independent energy investment analysis by Kurt Wulff doing

business as McDep Associates is posted at www.mcdep.com. Mr. Wulff is not paid by covered companies.
Neither he nor his spouse act contrary to a buy or sell rating. 1
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TableHGT-1

Hugoton Royalty Trust
Present Value

Volume Decline (%/yr): 11 Price Escalation Post 2008 (%/yr): 2.7
V olume Enhancement (%/yr): 8 Discount rate (%/yr): 6.3
Capex/Cash Flow (%): 30 U.S. TIPS Inflation (%/yr): 19
Variable Cost (%): 17 U.S. 10 Year Yield (%olyr): 4.3
PV/Volume ($/mcf): 1.70 PV/EBITDA 2004: 75

Volume Fixed Var Cap Present

Basic Enhanced Total Price Revenue Cost Cost Ex Distribution Disc  Vaue
Y ear (bcf) (bcf) (bcf) ($/mcf)  ($mm) ($mm) ($mm) ($mm) ($mm) ($/unit) Factor  ($/unit)

Total 2004 through 2030; years ending on 6/30

243 122 365 4.89 1782 271 303 172 1035 2588 0.60
2004 270 0.0 270 4.15 1121 101 191 86 744 186 097 1.80
2005 24.2 22 26.3 4.38 1152 101 196 257 599 150 091 1.37
2006 216 4.0 256 4.21 1079 101 183 238 556 139 086 1.19
2007 19.3 5.7 250 4.23 1056 101 180 233 543 136 081 1.10
2008 17.3 7.1 24.3 4.29 1043 101 177 229 535 134 0.76 1.02
2009 154 8.3 23.7 4.34 1028 101 175 226 527 132 0.72 0.94
2010 13.8 9.3 231 4.45 1028 101 175 226 527 132 067 0.89
2011 12.3 10.1 225 4.58 1029 101 175 226 527 132 063 0.83
2012 11.0 9.1 201 4.70 945 101 161 684 171 060 1.02
2013 9.9 8.1 18.0 4.83 868 101 1438 620 155 0.56 0.87
2014 8.8 7.2 16.1 4.96 79.7 101 135 56.1 140 053 0.74
2015 7.9 6.5 14.4 510 732 101 124 50.7 127 050 0.63
2016 7.0 58 12.8 524 672 101 114 45.7 114 047 0.53
2017 6.3 52 115 5.38 617 101 105 412 103 044 0.45
2018 5.6 4.6 10.3 5.53 56.7 10.1 9.6 370 093 041 0.38
2019 50 41 9.2 5.68 521 101 8.9 332 083 039 0.32
2020 45 3.7 8.2 5.83 478 101 8.1 26 074 037 0.27
2021 4.0 3.3 7.3 5.99 439 101 7.5 264 066 034 0.23
2022 3.6 3.0 6.6 6.15 403 101 6.9 234 059 032 0.19
2023 3.2 26 59 6.32 370 101 6.3 207 052 030 0.16
2024 29 24 52 6.50 340 101 58 182 045 0.29 0.13
2025 26 21 4.7 6.67 312 101 53 159 040 0.27 011
2026 23 1.9 4.2 6.85 28.7 101 4.9 138 034 025 0.09
2027 21 17 3.7 7.04 264 101 45 118 030 024 0.07
2028 18 15 3.3 7.23 242 101 41 100 025 0.22 0.06
2029 16 13 3.0 7.43 222 101 3.8 84 021 021 0.04
2030 15 12 2.7 7.63 204 101 35 69 017 020 0.03

Analyses are prepared from original sources and data believed to be reliable, but no representation is made
asto their accuracy or completeness. Independent energy investment analysis by Kurt Wulff doing
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Table HGT-2
Hugoton Royalty Trust
Distributable Income

Next
Twelve
Q4| Year Q1 Q2E Q3E Q4E| Year QlE Q2E| Months
12/31] 2002| 3/31/03 6/30/03 9/30/03  12/31| 2003E| 3/31/04 6/30/04] 6/30/04
Highlights
Revenue ($mm) (80%) 189| 736 26.8 345 298 26.7| 1178 29.3 26.3 1121
Cash flow ($mm) (80%) 126| 481 194 26.8 22.0 196| 879 219 19.3 82.9
Per unit 0.32 1.20 0.49 0.67 055 049| 220 0.55 0.48 2.07
Distributable Income ($mm) 8.3 29.6 16.4 245 20.6 17.7 79.3 20.0 16.1 74.4
Per unit 021] 0.74 0.41 0.61 052 044| 198 0.50 0.40 1.86
Units (millions) 40.01 40.0 40.0 40.0 400 40.0| 400 40.0 40.0 40.0
Volume
Natural Gas (bcf) 84| 343 82 7.7 8.0 80| 319 8.0 7.8 31.8
Natural Gas (mmcfd) 914 | 94,0 88.8 87.0 86.8 86.8| 874 87.4 87.4 87.1
Days 92 365 92 89 92 92 365 92 89 365
Oil (mb) 84 353 86 83 84 84 337 84 81 333
Oil (mbd) 0.9 1.0 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Days 92 365 92 89 92 92 365 92 89 365
Total (bcf) 89| 364 87 82 85 85| 339 85 83 33.8
Price
Natural Gas (HH lagged two months)
Henry Hub ($/mmbtu) 359 3.02 473 6.33 555 476| 534 5.24 4.83 5.10
Differential (%) 30 19 20 17 22 19 20 19 19 20
HGT ($/mcf) 252| 244 3.80 5.23 435 386| 4.30 4.24 391 4.09
Oil ($/bbl) (WTI Cushing lagged two months)
WTI Cushing 28.96 | 24.70| 29.55 32,51 2086 31.81| 3093| 3037 3157 30.90
HGT 2816 | 23.70| 2876 31.64  29.06 30.96| 30.09 2957  30.73 30.07
Total ($/mcf) 265| 252 3.86 5.23 438 394| 434 4.28 3.99 4.15
Revenue ($mm)
Natural Gas 212| 836 31.0 40.5 348 308 1371 34.1 30.4 130.1
Oil 24 8.4 25 2.6 25 2.6 10.1 25 25 10.0
Total 236| 920 335 43.1 372 334 1472 36.6 329 140.2
Cost ($mm)
Tax, transport & other 25 8.2 33 35 38 33 139 3.7 33 141
Production 3.9 16.1 4.0 41 41 3.7 159 38 3.6 152
Overhead 15 7.6 1.9 2.0 18 18 7.6 18 18 7.3
Total 78| 318 9.2 9.6 9.7 89| 374 9.2 8.7 36.6
Cash flow ($mm) 158| 602 24.3 335 275 245| 1098 274 24.2 103.6
Development 54| 227 37 2.8 23 23 11.0 23 4.0 10.8
Net proceeds ($mm) 104| 374 20.6 30.8 253 223| 989 251 20.2 92.8
Royalty income ($mm) 8.3 29.9 16.5 24.6 20.2 17.8 79.1 20.1 16.1 74.3
Royalty/Net proceeds 80%| 80% 80% 80% 80%  80%| 80% 80% 80% 80%
Administration 0.0 0.4 0.1 0.1 (0.9) 0.1 (0.2 0.1 0.1 (0.2
Distributable income ($mm) 8.3 29.6 16.4 245 20.6 17.7 79.3 20.0 16.1 74.4
Tax and other/revenue 11% 9% 10% 8% 10% 10% 9% 10% 10% 10%
Production cost ($/mcf) 043| 044 0.46 0.50 048 044] o047 0.44 0.44 0.45
Overhead cost ($/mcf) 017] 021 0.22 0.24 021 021| 0.22 0.21 0.22 0.22
Development/Cash flow 034] 0.38 0.15 0.08 008 0.09| 0.0 0.08 0.17 0.10

Analyses are prepared from original sources and data believed to be reliable, but no representation is made
asto their accuracy or completeness. Independent energy investment analysis by Kurt Wulff doing
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TableHGT-3
Hugoton Royalty Trust
Monthly Declarations

Apr-03 May-03 Jun-03 Jul-03  Aug-03 Sep-03

Distribution ($/unit)

Declared 0.15 029 017 017
Projected 018 0.16
Volume

Natural Gas (bcf) 2.48 262 264 262 264 273

Natural Gas (mmcfd) 88 85 88 85 88 88
Days 28 31 30 31 30 31

Price

Natural gas industry quotes lagged two months ($/mmbtu)

Henry Hub Daily/Futures 7.77 595 526 581 582 5.03
HGT/Henry Hub 0.57 115 083 0.77 079 0.79
HGT ($/mcf) 4.43 6.83 439 450 460 3.97

Revenue ($mm)
Natural Gas 11.0 179 116 118 121 108
Other 0.2 0.4 0.3 0.3 0.3 0.3
Total 10.8 175 113 115 119 106
Cost ($mm)
Production 15 13 13 14 13 13
Overhead 0.7 0.6 0.7 0.6 0.6 0.6
Total 21 19 20 20 19 19
Cash flow ($mm) 8.7 155 9.2 9.5 9.9 8.6
Development 1.0 1.0 0.8 0.8 0.8 0.8
Net proceeds ($mm) 7.7 145 8.5 8.7 9.2 7.9
Royalty income ($mm) 6.1 11.6 6.8 7.0 7.3 6.3
Royalty/Net proceeds 80% 80% 80% 80% 80%  80%
Distributable income ($mm) 6.1 11.6 6.8 7.0 7.3 6.3
Units (millions) 40.0 40.0 400 400 40.0 40.0
Distribution ($/unit) 0.15 029 017 017 018 0.16
Latest Twelve Month Average
Natural Gas (mmcfd) 91 91 90 89
HGT/Henry Hub 0.75 079 079 0.79
Other revenue ($mm) 0.5 0.5 04 04
Development ($mm) 16 16 15 14
Production ($mm) 13 13 13 13
Overhead ($mm) 0.6 0.6 0.6 0.6

Analyses are prepared from original sources and data believed to be reliable, but no representation is made
asto their accuracy or completeness. Independent energy investment analysis by Kurt Wulff doing
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Table SJIT-1

San Juan Basin Royalty Trust
Present Value

Volume Decline (%/yr): 11 Price Escalation Post 2009 (%/yr): 2.7
Volume Enhancement (%/yr): 10 Discount rate (%/yr): 6.3
Capex/Cash Flow (%): 25 U.S. TIPS Inflation (%/yr): 19
Variable Cost (%): 12 U.S. 10 Year Yield (%lyr): 4.3
PV/Volume ($/mcf): 1.65 PV/EBITDA 2004: 8.6

Volume Fixed Var Cap Present

Basic Enhanced Total Price Revenue Cost Cost Ex Distribution Disc  Vaue
Y ear (bcf) (bcf) (bcf) ($/mcf)  ($mm) ($mm) ($mm) ($mm) ($mm) ($unit) Factor  ($/unit)

Total 2004 through 2030; years ending on 6/30

312 208 520 4.36 2268 350 272 190 1456 31.25 059
2004 34.7 0.0 34.7 3.65 1269 115 152 105 896 192 097 1.87
2005 311 35 34.5 3.89 1343 130 161 263 789 169 091 155
2006 27.8 6.6 34.3 3.74 1284 130 154 250 750 161 086 1.38
2007 24.8 9.3 341 3.76 1283 130 154 250 749 161 081 1.30
2008 222 11.7 339 381 1292 130 155 252 755 162 076 1.23
2009 19.8 13.9 33.7 3.85 1300 130 156 253 760 163 0.72 117
2010 17.7 15.8 335 3.96 1327 130 159 259 778 167 067 112
2011 159 17.5 333 4.07 1355 130 163 266 797 171 063 1.08
2012 14.2 15.6 298 4.18 1245 130 149 965 207 0.60 123
2013 12.7 14.0 26.6 4.29 1143 130 137 87.6 188 056 1.05
2014 113 125 238 441 1050 130 126 794 170 053 0.90
2015 10.1 111 21.3 4.53 9%6.4 130 116 71.8 154 050 0.77
2016 9.1 10.0 190 465 885 130 106 64.9 139 047 0.65
2017 8.1 8.9 170 4.78 813 130 9.8 58.6 126 044 0.55
2018 7.2 8.0 15.2 491 747 130 9.0 52.7 113 041 0.47
2019 6.5 7.1 13.6 5.05 686 13.0 8.2 474 102 039 0.40
2020 58 6.4 12.2 5.18 63.0 130 7.6 424 091 037 0.33
2021 52 5.7 10.9 5.33 579 130 6.9 379 081 034 0.28
2022 4.6 51 9.7 5.47 531 130 6.4 338 072 032 0.23
2023 41 45 8.7 5.62 488 130 59 299 064 030 0.20
2024 3.7 41 7.8 577 448 130 54 264 057 029 0.16
2025 3.3 3.6 6.9 5.93 412 130 4.9 232 050 0.27 0.13
2026 3.0 3.3 6.2 6.09 378 130 45 203 043 025 011
2027 26 29 55 6.26 347 130 4.2 176 038 024 0.09
2028 24 26 50 6.43 319 130 3.8 151 032 022 0.07
2029 21 23 4.4 6.61 293 130 35 128 027 021 0.06
2030 19 21 4.0 6.79 269 130 3.2 10.7 023 020 0.05

Analyses are prepared from original sources and data believed to be reliable, but no representation is made
asto their accuracy or completeness. Independent energy investment analysis by Kurt Wulff doing

business as McDep Associates is posted at www.mcdep.com. Mr. Wulff is not paid by covered companies.
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Natural Gas Royalty Trusts

A Weekly Analysis
August 7, 2003

TableSIT-2
San Juan Basin Royalty Trust

Distributable Income

Next
Twelve
Q4] Year Q1 Q2E Q3E Q4E[ Year QlE Q2E| Months
12/31/02 2002] 3/31/03 6/30/03 9/30/03 12/31/03] 2003E] 3/31/04 6/30/04| 6/30/04
Highlights
Revenue ($mm) (75%) 204 78.9 31.0 355 33.6 29.7| 1297 32.6 31.0 126.9
Cash flow ($mm) (75%) 15.6 59.7 249 289 26.6 23.7| 1041 26.3 25.0 101.6
Per unit 0.33 1.28 0.53 0.62 0.57 0.51 223 0.56 0.54 218
Tax credit ($mm) 19 5.6 -
Per unit 0.04 0.12 -
Distributable Income ($mm) 11.6 36.3 195 25.6 236 20.7 894 233 220 89.6
Per unit 0.25 0.78 0.42 0.55 0.51 0.44 1.92 0.50 0.47 1.92
Units (millions) 46.6 46.6 46.6 46.6 46.6 46.6 46.6 46.6 46.6 46.6
Volume
Natural gas (mmbtu) 124 485 12.6 114 12.3 12.3 48.6 12.3 119 48.7
Heat Content(btu/cf) 1,064 1,050 1,084 1,094 1,060 1,060 1,074 1,060 1,060 1,060
Natura gas (bcf) 11.6 46.2 11.6 105 11.6 11.6 453 11.6 11.2 45.9
Natura Gas (mmcfd) 126.2| 126.6 126.5 117.5 125.9 12591 124.0 125.9 125.9 125.9
Days 92 365 92 89 92 92 365 92 89 365
Oil (mb) 0.0 0.1 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.1
Oil (mbd) 0.2 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Total gas & ail (bcf) 11.7 46.8 11.7 105 11.7 11.7 45.6 11.7 11.3 46.3
Price
Natural gas ($mmbtu) (Henry Hub lagged two months)
Henry Hub ($/mmbtu) 3.59 3.02 4.73 6.33 5.55 4.76 534 5.24 5.15 5.18
Differential (%) 40 30 32 35 33 33 34 33 33 34
Total 2.16 213 3.24 4.10 3.72 3.19 3.52 351 345 344
Natural gas ($mcf) 2.30 224 351 4.48 3.94 3.38 3.79 3.72 3.66 3.65
Oil ($/bbl) (WTI Cushing lagged two months)
WTI Cushing 2896 24.70 29.55 3251 29.86 31.81| 3093 30.37 28.76 30.20
SIT 28351 20.90 24.44 26.89 24.70 2631 2557 25.13 23.79 24,99
Total gas & oil ($/mcf) 232 225 3.52 4.48 3.83 3.39 3.79 3.72 3.66 3.65
Revenue ($mm)
Natural Gas 26.7| 103.3 40.9 46.9 443 3921 1713 431 41.0 167.6
Oil 0.6 20 04 04 04 04 16 04 04 16
Total 273 105.2 413 47.3 47 396 1729 435 413 169.2
Cost ($mm)
Severance tax 31 105 42 4.8 54 40 185 4.3 41 17.9
Operating 34 15.2 39 39 38 41 15.7 41 39 15.8
Total 6.5 25.6 8.1 8.7 9.3 8.0 341 84 8.1 337
Cash flow ($mm) 20.7 79.6 33.2 385 355 316 1388 351 333 1354
Development 47 215 6.6 29 35 35 16.4 35 35 14.0
Net proceeds ($mm) 16.1 58.2 26.6 35.7 32.0 281| 1224 316 29.8 1214
Royalty income ($mm) 121 43.6 19.9 26.8 240 211 91.8 237 223 91.1
Royalty/Net proceeds 75%) 75%) 75% 75% 75% 75%) 75%) 75% 75%) 75%)
Administration 0.5 20 04 0.2 04 04 14 04 04 15
One-time 53 0.9 0.9 -
Distributable income ($mm) 11.6 36.3 195 25.6 236 20.7 894 233 220 89.6
Severance tax/revenue 11.5% 9.9%| 102% 10.2% 122%  10.0%| 10.7%| 10.0%  10.0% 10.6%
Operating cost ($/mcf) 0.29 0.32 0.33 0.37 0.33 0.35 0.34 0.35 0.35 0.34
Devel opment/Cash flow 22%) 27%) 20% 7% 10% 11%) 12%) 10% 11%) 10%)

Analyses are prepared from original sources and data believed to be reliable, but no representation is made
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Table SJT-3
San Juan Basin Royalty Trust
Monthly Declarations

Apr-03 May-03 Jun-03 Jul-03 Aug-03  Sep-03
Distribution ($/unit)
Declared 0.16 0.26 0.13 0.15
Projected 0.19 0.17
Volume
Natural gas (mmbtu) 3.62 4.06 376 420 3.97 4.10
Heat Content(btu/cf) 1,107 1,075 1,102 1,077 1,051 1,051
Natural gas (bcf) 3.27 3.78 341 3.90 3.78 3.90
Natural Gas (mmcfd) 117 122 114 126 126 126
Days 28 31 30 31 30 31
Price
Natural gas industry quotes lagged two months ($/mmbtu)
Henry Hub Daily/Futures 7.77 5.95 5.26 5.81 5.82 5.03
San Juan Monthly |ndex 4.58 5.91 371 403 5.03 4.70
SJT/Henry Hub 0.54 0.84 0.59 0.52 0.71 0.74
SJT/San Juan Index 0.91 0.84 084 0.75 0.82 0.79
SIT ($/mmbtu) 4.16 4.97 310 301 4.13 3.73
SJT ($/mcf) 4.60 5.34 3.42 3.24 4.35 3.92
Revenue ($mm)
Natural Gas 15.0 20.2 11.7 12.6 16.4 15.3
Other 0.1 0.1 (0.1) (0.0 (0.0 (0.0
Cost ($mm)
Severance tax 16 21 12 16 20 19
Operating 14 13 12 13 13 13
Total 3.0 3.3 24 2.8 3.3 3.2
Cash flow ($mm) 121 16.9 9.2 9.8 13.1 12.1
Development 11 0.5 12 0.8 14 14
Net proceeds ($mm) 110 16.4 79 9.0 11.7 10.7
Royalty income ($mm) 8.3 12.3 6.0 6.8 8.8 8.1
Royalty/Net proceeds 75% 75% 5%  75% 75% 75%
Onetime 09
Distributable income ($mm) 7.4 12.3 6.0 6.8 8.8 8.1
Units (millions) 46.6 46.6 46.6  46.6 46.6 46.6
Distribution ($/unit) 0.16 0.26 0.13 0.15 0.19 0.17
Latest Twelve Month Average
Heat Content(btu/cf) 1,051 1,049 1,051 1,051
Natural Gas (mmcfd) 126 126 125 126
SJT/Henry Hub 0.67 0.68 0.67 0.66
SJT/San Juan Index 0.90 0.90 0.89 0.88
Other revenue (0.0 (0.1 (0.0 (0.0
Operating 13 13 13 13
Development 1.2 14 14 14
Severance tax/revenue 102% 10.3% 10.3% 10.6%

Analyses are prepared from original sources and data believed to be reliable, but no representation is made
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